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Tlio attached articles on the economies of the 
Philippines and Cambodia are in response to your telephone 
request of 15 May. Note in the case of Cambodia that no 
statistics arc; included. What littlcs data were; available 
for the country nr, a whole -- even before the latent 
(level oomentn — are fragmentary and of limited value in 
assessing Cambodia's economic future. If there are any 
questions, please do not hesitate to call. 
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Cntnbod i a 

J'.i.vc yi'ai'ri oJ f i.gh l:;i ng had n devas La I lug o I fret on the 
>f itl,i tin oc ono my , w.l Hi product i un falling sharply below 
pro* .1 /() totals. Agriculture, which has accounted Jor almost -10 
percent of g rous national product, wan the b« relent hit. The 
recently completed 1974-75 rico harvest wan nemo GO percent below 
the 19G9 level; and even sharper declines occurred in the 
production of other food crops and rubber. Industrial output 
■ dropped to about half pre-war levels as a result of supply 
shortages and severe reductions in domestic demand. In 
addition, a large portion of pre-war manufacturing in such 
industries as paper, fertiliser, and petroleum was destroyed 
or damaged. 

Those developments lied a strongly adverse • .impact on 
most Cambodians. Those living under Communist control even 
prior to the recent military collapse of the GKR were denied 
many common consumer goods and forced to adopt subsistence 
farming on various types of cooperatives . liven such simple 
item;; an soap, cloth, salt, and fuel -- when available -- 
were strictly rationed. Although somewhat higher standards 
were possible under the; Lon Uol regime, this required large- 
scale US and some other foreign aid. Even so, acute shortages 
and enormous military-induced budget deficits led to inflation 
of 250 percent and more during each of the past two years, and 
this severely eroded real .incomes. 
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3. Tlii! iv v; (!(.mnmi)i.i !. t (jovoniitieiil. loan: a moiinmenl.a 1 t:*i n); ,i n 
re.'! tor big the Caiubod i an economy and will need fo.ro.lijn 
assistance if Lhr: eco/iom I a ivi lain Lion in not to worsen. Tin* 
moji I: urgent problem in an expected largo shortage of rice 
and other foodstuf f .n . liven v/.i th bol l~ tightening , flic country 
will need f j omo 250,000 torn; from outside sourcor. until the next 
harvest begins thin foil. A similar amount: will likely be 
needed in 1976, despite the recent forced migration of conic 3 
million urban residents to the countryside and government 
exhortations to prepare the fields for the next crop. Shortages 
of essential inputs -- for til ixor, other chemicals, and fuel -~ 
along with administrative, material, and motivational impediment 
will probably keep the upcoming harvest at Last year's level. 
Kc-bui ld.i ng industry will bo slow at best and will require 
large amounts of foreign finance, expertise, and technology. 

The now rulers have had very limited experience in industry, 
and a number of Cambodian technically probably fled the country 
before the Communis. t takeover. 
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Pm.yniw 


Til';: J’ll i .1 1 1 )] 1 1 DO!! 


I . Tlic Philippine economy hat; mod o excellent headway 
against. bot.li recon !.: and entrenched econonr! c probl ems . During 
1973 agriculture recovered from the severe damage inflicted 
by floods of the preceding year. Changes in commercial and 
investment law breathed new life into the stagnating industrial 
sec tor , while political and social stability attendant on 
martial law encouraged foreign investors. Exports soared 
dramatically, riding on the wave of sharp price increases on 
world commodity markets, and created a record surplus in 
international payments. With these developments, the rate of 
real GNP growth of 101 in 1973 was nearly double that of the 
previous several years arid foreign exchange reserves climbed 
to almost $900 compared to less than $300 a year earlier. 

2. The momentum achieved in 197) carried over into the 

first half of 1974, but fell off somewhat toward the end of 

the year in the face of rising import costs and falling export 

demand caused by recession in the industrialized countries. 

An earlier-predicted balance .in trade deteriorated sharply, 

resulting in a ycarend deficit on that account of about $400 

million. Even so, not; invisible transactions (mainly tourist 

receipts and transfer payments) and capital inflows more than 

* 

offset the trade deficit to yi.eld an overall international, 
payments surplus of some $80 million. Despite the adverse 
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Impact of sluggish world market coiul.i l: u o:i:‘. , Hie economy 
achieved real growth of nearly f.?.. Manu facluri ng output rose 
by only 3. !*>'.'■ . , but agrj culture; to mu I no cl strong and construction 
picked up r api (lly .in I lie last hall, of flic you) • 

3. Tbo performance' of the past two years, cou],el eci wtlli 
the government' n commitment to economic growth through ino c.iHed 
public investment and stress on agricultural development bode 
well for the Philippines in 1975. Because of softening commodity 
prices r however , the growth of commodity expo). Us cannot be 
expected to continue at the rates that so quickly improved 
the trade account in recent years. This factor, plus rising 
costs of imported fuels and producers goods, will result in 
an increased trade deficit in 1975, probably on the order of 
$500 million. Nonetheless , continuing export diversification, 
renewed government efforts to attract foreign capital, and 
recent restructuring of foreign debt through a consultative 
group have greatly • improved the Philippine foreign exchange 
outlook, and no overall, balance ol payments difficulties arc 
expected. Barring a calamity in agriculture real growth should 
bs on the order of 5?;. 
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Philippines : Selected Economic Indicators 

1970 1971 1972 


GNP (current market prices) 
(billion US S) 

Percent change in GN? 

(real terms) 

Defense expenditures (current 
market prices) (million US $) 

As a percent of GNP 
As a percent -of total govern- 
ment expenditures 

Commodity exports (f.o.b) 
(million US $) 

Commodity imports (f.o.b) 
(million US $) 

Trade balance (million US $) 

Foreign exchange reserves 
(million US $) 

Imports of military equipment 
(million US $) 
of which; 

US grant (million US $) 

Debt service ratio^- 
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